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Reserve Management 
External Reserves are variously called International Reserves, Foreign 
Reserves or Foreign Exchange Reserves. While there are several defini-
tions of international reserves, the most widely accepted is the one pro-
posed by the IMF in its Balance of Payments Manual, 5th edition. It de-
fined international reserves as “consisting of official public sector foreign 
assets that are readily available to, and controlled by the monetary au-
thorities, for direct financing of payment imbalances, and directly regu-
lating the magnitude of such imbalances, through intervention in the 
exchange markets to affect the currency exchange rate and/or for other 
purposes”  
Rationale for Holding Reserves 
Global official reserves have increased significantly and quite rapidly in 
recent years. This phenomenal growth is a reflection of the enormous 
importance countries attach to holding an adequate level of international 
reserves. The reasons for holding reserves include the following:  
To safeguard the value of the domestic currency, foreign reserves are held 
as formal backing for the domestic currency. Timely meeting of interna-
tional payment obligations The need to finance international trade gives 
rise to demand for liquid reserves that can readily be used to settle trade 
obligations, for example to pay for imports. While this is typically done 
through commercial banks, in many developing countries, including Nige-
ria, the central bank actually provides the foreign exchange through auc-
tion sessions at which authorized dealers buy foreign exchange on behalf 
of importers. Wealth Accumulation. Some central banks use the external 
reserve portfolio as a store of value to accumulate excess wealth for fu-
ture consumption purposes. Such central banks would segregate the re-
serve portfolio into a liquidity tranche and a wealth tranche, with the 
latter including longer-term securities such as bonds and equities are 
managed against a different benchmark emphasizing return maximization.  
Intervention by the Monetary Authority. Foreign exchange reserves can 
be used to manage the exchange rate, in addition to enabling an orderly 
absorption of international money and capital flows. The monetary au-
thorities attempt to control the money supply as well as achieve a balance 
between demand for and supply of foreign exchange through intervention 
(i.e. offering to buy or sell foreign currency to banks) in the foreign ex-
change markets. When CBN sells foreign exchange to commercial banks, 
its level of reserves declines by the amount of the sale while the domestic 
money supply (in naira) also declines by the naira equivalent of the sale. 
Conversely, when the CBN purchases foreign exchange from the banks its 
level of reserves increases while it credits the accounts of the banks with 
the naira equivalent, thus increasing the domestic money supply.  
To Boost a Country’s Credit Worthiness. External reserves provide a cush-
ion at a time when access to the international capital market is difficult or 
not possible. A respectable level of international reserves improves a 
country’s credit worthiness and reputation by enabling a regular servicing 
of the external debt thereby avoiding the payment of penalty and charg-
es. Furthermore, a country’s usable foreign exchange reserve is an im-
portant variable in the country risk models used by credit rating agencies 
and international financial institutions. To Provide a fall back for the “ 
Rainy Day”. Economies of nations sometimes experience drop in revenue 
and would need to fall back on their savings as a life line. A good external 
reserves position would readily provide this cushion and facilitate the 
recovery of such economies. To Provide a Buffer Against External Shocks. 
External shocks refer to events that suddenly throw a country’s external 
position into disequilibrium. These may include terms of trade shocks or 
unforeseen emergencies and natural disasters. An adequate external 
reserve position helps a country to adjust quickly to such shocks without 
recourse to costly external financing.  

Capital Market Summary .  
Analysis of the market activity in the week ended November 03, 

2023 shows that the Nigerian equity market end the week on a 

bullish note.   The NGX All Share Index and market capitalization 

of listed equities appreciated by 4.56% and 4.53% from the open-

ing figures of 67,136.58 and N36,885 trillion to close at 70,196.77 

and N38,557 trillion respectively. Its year to date (YTD) return 

stands at +36.97%.  
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MACROECONOMIC INDICATORS 

ALL SHARE INDEX & MKT. CAP 

PERFORMANCE OF  THE NSE  INDICES 
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GDP Growth Rate +2.51% June 30, 2023 

Un-employment Rate 4.10% June 30, 2023 

Broad Money Supply (M2) N54,191,661.32 July   , 2023 

Money Supply (M1) N21,352,527.87 July , 2023 

Consumer Price Index (YOY) 26,72% September,  2023 

Monetary Policy Rate (MPR) 18.75% July,  2023 

Cash Reserve Ratio (CRR) 32.50% July , 2023 

Nigeria’s Bonny Light Crude Oil US$91.89/Bar November 03,  2023 

Nigeria’s Gross External Re-

serves 

US$33.31bn October 31, 2023 
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Domestic Market Review 

OUTLOOK AND STOCK RECOMMENDATION FOR THE WEEK 06/11/23-10/11/2023) 

The NGX ASI recorded gains in four of the five trading sessions of the week to post a strong performance 

of +4.56%. The week's notable performance pushed the NGX ASI to cross the 70,000 index point mark as local inves-

tors continue to take advantage of the market dynamics buoyed by the shift in monetary and fiscal policy as well as 

the improved performance of listed equities.  The year-to-date (YTD) returns rose to +36.97% from +31.12% in the 

previous week, while investors gained N1.67trn and the market capitalisation settles at N38,557 trillion for the 

week. Market breadth closed positive for the week +0.5x, with 63 gainers against 29 losers and 64 flat tickets. At 

NASD market, Investors gained N10bn as market capitalization increased by +0.78% while the NASD NSI also closed 

positive at 833.08 index points, up from 826.65 points registered in the previous week, representing a week gain 

of +0.78%, almost recovering the -0.84% lost in the previous week.  We expect the market to remain bullish dur-

ing the week due to continuous release of impressive Q3 results .  We will continue to advise investors to 

trade only on fundamentally justified stocks as the weak macro economic environment remains a signifi-

cant challenge for listed companies. In the light of the above we recommend the underlisted stocks for pur-

chase during the week. TRANSCORP, UBA PLC, MTNN PLC., ZENITH, ACCESS PLC, DANGOTE SUGAR, NAS-

CON, GUINNESS AND FCMB PLC.  CHIPLC, RT BRISCOE, CHAMS, LASACO and OANDO were recommended as 

speculative STOCKS. 
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Domestic Market Review 

GAINERS FOR THE WEEK 

Sixty three stocks appreciated in price 

during the week, as against Thirty nine 

in preceding week. The top ten price 

gainers during the week were: 

LOSERS FOR THE WEEK 

Twenty nine stocks depreciated in 

price during the week as against Forty 

two in the preceding week. The top 

ten price losers during the week were: 

EXCHANGE TRADED PRODUCTS (ETP) 

A total of 33,418 units of Exchange 

Traded Products valued N2,914,627.22 

in 117 deals were traded during the 

week compared with 20,749 units of 

Exchange Traded Product valued at 

N1,353,055.59 traded last week in 75 

deals.   

BOND MARKET 

A total of 33,049 units of FGN Bond 

valued at N30,954,068.27 in 42deals  

were traded during the week com-

pared with 46,264 units of FGN Bond 

valued at N39,005,525.03 traded last 

week in 31 deals  
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  Curr. Week Previous 

week 

% Change 

Volume 2,451 M 1,446 M     69.50 
Value N= N40,570 B N25,418 B         59.61 

Total Gain 63 39 61.54 

Total Loss 29 42 30.95 

Deals 37,959 28,933            31.20 

All Share Index 70,196.77 67,136.58 4.56 

Market Cap. N=38,557 

Trillion 

N=36,885 

Trillion 

             4.53 
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MODEL EQUITY PORTFOLIO 
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The Equity Portfolio Model which closed the previous week at 37.53% appreciated   

during the week, and closed at 41.95% (YTD). This can be compared with NGX All 

Share Index which closed at 31.00% in the previous week, appreciated  during the 

week and closed  at +36.97% {YTD}. The EPM appreciated during the week under 

review and out-performed the All Share Index of the market. Some of the stocks 

that contributed positively are DANGOTE SUGAR, UBA, Flour Mills. and  ZENITH 

PLC, Investors are thereby advised to take into consideration selection of stocks in 

diversified sectors to minimize risk, good dividend paying stocks and strong funda-

mentals to enhance the value of the portfolio.  Key. Tcost means total cost of the 

transactions including charges (market price*units plus charges). Unit cost is total 

cost per unit of the stocks. B-E Price is break-even price i.e the price the portfolio 

will not record any gain or loss. Target price is the price we want to sell.   
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MARKET DEVELOPMENTS (LAST WEEK ) 

Pension Fund Administrators (FFAs) channelled N672.1 billion to finance projects across the country 
by September, this year, The Nation has learnt. The funds were invested by the PFAs under the guide-
lines of the National Pension Commission (PenCom), according to a document obtained by the news-
paper. A breakdown of the amount indicated that N261.79 billion was committed to real estate.A to-
tal of N136.03 billion was invested in the infrastructure funds while N154.76 billion has been  allocat-
ed to SUKUK Bonds, a critical financial instrument for infrastructure development. While N98.55 bil-
lion was invested in Green Bonds, underlining the commitment to environmentally sustainable pro-
jects, N20.97 billion has been invested in Real Estate Investment Trusts (REITs), aligning with the strat-
egy to boost infrastructure financing. Director-General, PenCom, Mrs. Aisha Dahir-Umar, said 
these investments were aimed at boosting infrastructure with pension funds. She stated that under 
the Contributory Pension Scheme (CPS), pension funds have provided support for developing vital 
projects. She said pension funds have become a viable alternative source of infrastructure funding. 

Assets Allocation in Equity Management 
Asset allocation refers to an investment strategy in which individuals divide their investment portfolios be-
tween different diverse asset classes to minimize investment risks. The asset classes fall into three broad cate-
gories: equities, fixed-income, and cash and equivalents. Anything outside these three categories (e.g., real es-
tate, commodities, art) is often referred to as alternative assets.  For example, a portfolio can contain Stocks- 
Small-Cap Growth Stocks – 25%, Large-Cap Value Stocks – 15%, International stocks – 10%. Bonds- Government 
bonds – 15%. High yield bonds – 25%. Cash-Money market – 10%. Asset allocation strategies are classified into 2 
major categories – Strategic Asset Allocation and Tactical Asset Allocation. Tactical Asset Allocation consists of 
techniques that aim to improve risk-adjusted portfolio returns by taking advantage of short-term opportunities 
while simultaneously staying on course to achieve long-term investment objectives. Strategic Asset Alloca-
tion refers to techniques that are aimed at providing a long-term focus on your investment portfolio. There are 
two common techniques of strategic asset allocation – the age-based asset allocation technique and the risk 
profile-based asset allocation technique. 

Diversification. Diversification is a strategy that can be neatly summed up by the timeless adage, “don’t put all 
your eggs in one basket.” The strategy involves spreading your money among various investments in the hope 
that if one investment loses money, the other investments will more than make up for those losses. Many in-
vestors use asset allocation as a way to diversify their investments among asset categories. But other investors 
deliberately do not. For example, investing entirely in stock, in the case of a twenty-five year-old investing for 
retirement, or investing entirely in cash equivalents, in the case of a family saving for the down payment on a 
house, might be reasonable asset allocation strategies under certain circumstances. But neither strategy 
attempts to reduce risk by holding different types of asset categories. So choosing an asset allocation model 
won’t necessarily diversify your portfolio. Whether your portfolio is diversified will depend on how you spread 
the money in your portfolio among different types of investments. A diversified portfolio should be diversified 
at two levels: between asset categories and within asset categories. So in addition to allocating your invest-
ments among stocks, bonds, cash equivalents, and possibly other asset categories, you’ll also need to spread 
out your investments within each asset category. The key is to identify investments in segments of each asset 
category that may perform differently under different market conditions. One way of diversifying your invest-
ments within an asset category is to identify and invest in a wide range of companies and industry sectors. But 
the stock portion of your investment portfolio won’t be diversified, for example, if you only invest in only four 
or five individual stocks. You’ll need at least a dozen carefully selected individual stocks to be truly diversified. 

https://www.pencom.gov.ng/
https://corporatefinanceinstitute.com/resources/knowledge/trading-investing/asset-class/
https://corporatefinanceinstitute.com/resources/knowledge/finance/what-is-a-stock/
https://corporatefinanceinstitute.com/resources/knowledge/trading-investing/what-is-fixed-income/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/cash-equivalents/
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Money Market.   

Interbank rates headed upward this week as OMO bills 

further mopped up system liquidity. The Open Repo 

Rate (OPR) and Overnight Rate (O/N) soared by 13.15% 

and 12.29% to 16.69bps and 16.17bps, respectively. 

Treasury Bills.   

At this week's NTB primary auction, demand increased to 
N638.12bn, 490% higher than the N108.13bn offered by 
the DMO. The buoyant system liquidity drove the large 
subscription, suppressing the lingering negative real re-
turn and exchange rate risk. The oversubscription was 
across the three tenors, inducing the Debt Management 
Office to increase allotment to N370.34bn, higher than 
the initial offer of N108.13bn. Due to the prevailing 
risk, investors bided for higher coupon rates, with 
the stop rate across the three tenors increasing. The stop 
rate for 91-day, 182-day, and 364-day increased to 5.90%, 
9.00% and 13.00% from 3.67%, 5.11% and 9.25% at the 
last auction, respectively. 

Foreign Currency (EXCHANGE RATE).  

During the week, the naira depreciated to a record low 

of N993.82/US$ at the official window as demand pres-

sure lessened at the parallel market. The news about 

CBN clearing FX backlogs suggested a boost in FX availa-

bility, diluting speculations in the parallel market. Hence, 

the naira had a steady appreciation at the parallel mar-

ket from N1,180 on Monday to N1080 on Friday. Week-

on-week, the naira appreciated by 175bps to settle at 

N776.14/US$ at NAFEM. 

OIL PRICE.  

The Nigeria’s oil price (WTI) depreciated during the week 

under review. According to the latest data,   the oil 

price closed at $80.51 per barrel during the week, 

compared with $83.42 recorded in the previous 

week . 
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Disclaimer 

This report was prepared, issued and approved by Regency Assets Management Limited (RAML). The report is based on infor-

mation from various sources that we believe are reliable. While due care has been taken in preparing it, investors are reminded that the 

stock prices fluctuate based on stock market forces.  

This report is provided solely for the information of clients of RAML who are expected to make their own investment decisions. 

Regency Assets Management Limited accepts neither responsibility nor liability whatsoever for any loss arising from the use of this report. All 

opinions on this report constitute the authors best estimate judgment as of this date and are subject to change without notice 

This report is for private circulation only. The report may not be reproduced distributed or published by any recipient for any 
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TREASURY BILLS RATES 

NTB AUCTION 0CTOBER 25, 2023 


